This study aims to investigate how the influence of monetary variables from abroad to Indonesia's monetary conditions. This study uses exchange rate variables, interest rates of U.S. central banks, world oil prices and interest rates of Indonesian banks. This study proposes a short-term SVAR analysis using FEVD and IRF as an additional analysis tool. From the research done in the explanation that with SVAR model that in the proposal is less precise, the result for IRF and FEVD analysis can not be made as additional material of analysis tool from SVAR model which in proposal.
INTRODUCTION
Some of the studies that emirically focus on the impact of U.S. monetary policy have established delayed overshooting and only wait for the peak of response that will occur 1 to 3 years, before it happens right away. Thus in Dornbusch (1976) it has been explained that the evidence of monetary accumulation that occurs, in turn creates a 'conditional futures puzzle' , to gain profit by borrowing overseas or investing in the US. In Frankel (1986) , Clarida and Gali (1994) , Evans (1994) , Eichenbaum and Evans (1995) , Kalyvitis and Michaelides (2001) and Lobo et al. (2006) describes in his study of the response of U.S. monetary variables, by looking at the behavior of the dollar currency, which can behave overshooting 'for almost 2 to 3 years against the major currencies of other countries. It is also assessed in other studies in Japan, some use weekly, monthly and yearly data, and find that the dollar currency is overshooting, up to a period of up to two or three years of delays against the yen. They argue that the dollar strengthened against the yen exchange rate over the period of the first five months, which is marked by a monetary shock in advance. And in other studies, explaining empirically, that the U.S. monetary policy performing contractions such as domestic interest rates that have increased relative to foreign interest rates, as well as the dollar strengthened and specified with output value, so as to be able to know the position of business cycles Country of the United States and domestic countries relative. The occurrence of persistent deviations from a hypothesis relates to an undetectable interest rate parity characteristic of a country's economic structure, making its asymmetry in the application of monetary policy in a country. But a new finding was found in the study, about changes in the impact of the Federal Funds Rate (FFR) on daily currency values, as well as finding surprises related to monetary contraction.
LITERATURE REVIEW
In some studies and theories of economic literature explain how the impact of a monetary variable from abroad on the domestic monetary variable of a State, which can create an economic bubble in it. If viewed, in the literature, there are 3 explanations of the view of the monetary state of a State to the monetary conditions of a State that affect indirectly. This can be made as a view and an approach, in improving liquidity and liaison functions within a monetary analysis transmission. Hereinafter in the era of 1920, some economists from Austria. believes in an asset price increase, which is due to a slightly lower and more stable inflationary environment. The next view is explained in an equilibrium analysis. Where the monetary conditions can stabilize the price level in general and ultimately lead to fluctuations in asset prices. In monetary conditions can affect the economic state of a State in general, especially those associated with exchange rates there are 3 places:
1. Impact of monetary conditions on a currency if there is an expansionary monetary condition, there will be an increase in the money supply in the domestic country, with the occurrence of interest rate cuts, capital outflows will be able to reduce the supply of foreign currency, thus increasing the exchange rate. If, on the other hand, the central bank intervenes on the value of the currency, then the market will not allow the exchange rate of a currency to rise. Thus the reserves will enter the market. Making foreign currency purchases in the community, will cause the increase in the money supply to decrease, so as to neutralize the value and the amount of money in circulation.
2. Impact of monetary conditions on the price level If a central bank implements an expansive monetary condition, it will lead to an increase in the money supply, and may increase prices in general. The occurrence of fluctuations in domestic prices to rise, making the price of goods and services domestic demand is relatively more expensive, compared to foreign goods, so that the competitiveness of exports globally to decline. On the other hand, supply of a currency will decline. This led to a two-place exchange rate increase.
3. Impact of monetary conditions on the portfolio If in a State, the Central Bank conducts an expansive monetary state, it may lead to an increase in the money supply, and indirectly decrease the interest rate. With reduced interest rates, bank deposits make it less attractive, and most customers will withdraw their money from the bank, then invest it in other instruments, not to mention money markets.
METHODOLOGY, TIME AND DATA RESEARCH RESEARCH METHOD
In this study used SVAR model, which assumes block exocception for small domestic open economic variables (Indonesia) relative to external variables (U.S.A). In Kim and Roubini (2000) explains that a non-recursive VAR model that allows monetary conditions to respond simultaneously, in the case of shocks to exchange rate variables, and will be able to complete part of the pending 'overshooting effect' . They also provide evidence of an unexpected rise in the U.S. monetary conditions, making interest rates in the short-term, non-US G7 countries increase, so the currency in the country is depreciating. This is further clarified by Faust and Rogers (2003) that the recursive SVAR model can be a powerful model for seeing how assumptions change over identification, and will result in "sensitive overshooting", against the assumptions adopted.
TIME OF RESEARCH
This research was conducted in October 2017.
SOURCE OF DATA RESEARCH
Data in research can be from various sources such as website, Bank Indonesia, world bank, IMF, Blomberg and others. The data in this study consist of 1 monetary variable from USA and 1 variable of world oil price, assumed to have influence to 2 monetary Indonesia that is BI rate and exchange rate Rp / USD during period of december 1984 -December 2015
RESULT AND DISCUSSION
From the model proposed in this study, using short-term SVAR analysis, the assumption of 2 influencing variables and 2 variables that are influenced. The scale of the model in use, is a small scale model, assuming for a small open Indonesia economy. In table 1 below we see the results for the proposed research model. From the results of table 1 that has been in the show, how, the probability value for the matrix model C (i) as visible. The matrix estimation number A and the matrix estimation number B are significant, thus the results can not be determined, because the p value does not appear from the model in the proposal. So we can make sure the model in the proposal is not correct. The IRF FEVD analysis is used to view the continuation of the analysis model for short or long term analysis within the proposed SVAR model, as presented in Table 2 and figure 1 below: Response of BI_RAT E to BI_RAT E Response of BI_RAT E to FFF__USA_ Response of BI_RAT E to US_$_RP Response of BI_RAT E to W P Response of FFF__USA_ to FFF__USA_ Response of FFF__USA_ to US_$_RP Response of FFF__USA_ to W P Response of US_$_RP to US_$_RP Response of US_$_RP to W P Response of W P to BI_RAT E Response of W P to W P
Response to Cholesky One S.D. Innov ations ± 2 S.E.
Source : Proceed by author The FEVD and IRF results in Table 2 and Figure 1 show that the relationship between BI_Rate, FFF, exchange rate and world oil prices is explained from period 1 to period 10, as illustrated by the response rate generated. Likewise for the movement of impulse response from the first period up to the tenth period that looks far away for the overall variables in the perusal.
